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UNIVERSITY OF ILLINOIS 
Chicago e Springfield e Urbana-Champaign 


Vice President for Administration and Comptroller 
349 Henry Administration Building, MC-667 

506 S. Wright Street 

Urbana, IL 61801 


mO: Members of the Board of Trustees 


Via: James J. Stukel 
President 


From: Craig S. Bazzani 
Vice President for Administration and Comptroller 


Date: September 13, 2001 


| recommend the Board of Trustees’ approval of a $2.88 billion fiscal year (FY) 2002 operating budget 
and authorization to the President to make necessary budget adjustments in accordance with the 
University’s needs, the equitable interests involved, and within total income as it accrues. The Vice 
President for Academic Affairs and the Vice President for Administration prepared the budget based upon 
recommendations of: (1) the chancellors and provosts, after consultation with their respective deans, 
directors, and other campus officers; and (2) the President of the University. The allocation of funds 
follows general policies and priorities developed by these reviews. This $2.88 billion operating budget 
represents a $153.0 million (5.6 percent) increase from FY 2001. 


University Revenue FY 2002 


The source of funds for the FY 2002 operating budget includes estimated direct and_ indirect 
(i.e., payments on behalf of the University) revenue. Direct revenue includes appropriations by the 
General Assembly of the State of Illinois to the University, income fund revenue from academic 
operations (primarily tuition), grants and contracts for teaching, research, and public service, federal 
appropriations, private gifts including endowment income, institutional recoveries (overhead costs 
recovered from grants and contracts, private unrestricted gifts, and educational and administrative 
allowances), Medical Service Plan income, Auxiliary Enterprise operating income (i.e., Assembly Hall, 
Housing, Memorial Stadium, Parking, Pavilion, and Union operations), University Hospital and other 
departmental activity income (i.e., Intercollegiate Athletics, patient care at the Colleges of Dentistry, 
Medicine, Pharmacy, and Veterinary Medicine, etc.). “Payments on behalf of the University” are an 
estimate of State of Illinois appropriations to the Department of Central Management Services (CMS) and 
the State Universities Retirement System (SURS) who pay the State’s cost for employee health, medical 
and life insurance and retirement respectively. It is important to note that this is the first time that 
“payments on behalf’ have been included in the budget summary presented to the Board of Trustees. 


Phone 217 333 1560 ¢ Fax 217 244 8108 


The table below provides a comparative analysis of fiscal year 2001 and 2002 operating revenue and 
estimated revenue sources. Following this table is an analysis of the major changes in funding from 


FY 2001 to FY 2002 by revenue source. 


Budgeted Revenues by Source 


FY 2002 


(dollars in thousands) 


FY 2001 FY 2002 $ % 
Total Total Change Change 

State Appropriations 

General Tax Appropriations 754,836 803,623 48,787 6.5 

Payments on Behalf 248,700 273,300 24,600 9.9 

Collegiate License Plate Trust Fund 150 150 0 0.0 

Real Estate Research Fund 290 (290) (100.0) 

Fire Prevention 994 1,131 137 13.8 
Income Fund 246,490 271,522 25,032 10.2 
Restricted and Institutional Funds 

Grants & Contracts, including ICR 651,251 672,916 21,665 3.3 

Federal Appropriations 16,818 16,818 0 0.0 

Private Gifts/Endowment Income 89,013 91,259 2,246 2.5 

Medical Service Plan 83,979 84,835 856 1.0 
Auxiliary Activities 

Auxiliary Enterprises, including allowance 276,294 295,240 18,946 6.9 

Departmental Activities 358,595 369,988 11,393 3.2 

Total 2,727,410 2,880,782 153,372 5.6 


State Appropriations and University Income Fund Revenue 


State support from the Governor and General Assembly is increasing by $48.8 million (6.5 percent). The 
primary use of these funds is for a general 3.0 percent salary program. Other major uses include 
recruitment and retention of critical faculty and staff; restoring faculty positions resulting from the early 
1990's budget constraints; upgrading and improving student access to advanced technology; and 
advancing the University in the areas of computer science and biotechnology. Another significant 
component of the state funding increase is the Governor's Venture Tech initiative providing $5.1 million to 
targeted areas of economic development and leading edge technologies. This initiative will help the 
University attract faculty and staff in high tech fields in plant, animal, and human health related genomic 
research, computing research and for the new Magnetic Resonance Imaging facility in Chicago. Lastly, 
the state is providing funding for unavoidable cost increases in Medicare, the operation for new facilities, 
library and utility price increases. 


In addition to the $48.8 million increase in direct appropriations, the University also benefits from 
appropriation increases to CMS and SURS for providing insurance and retirement benefits to University 
employees. We are estimating the increase benefiting University employees to be $24.6 million 

(9.9 percent). 


University Income Fund revenue is increasing by $25.0 million (10.2 percent). A significant portion of the 
University Income Fund increase is the four-year tuition increase program. The first year of the program, 
a $500 increase to incoming students, will generate almost $9.5 million in program dollars for the 

campuses. We are earmarking the use of these funds for enhancements in student systems associated 
with the University of Illinois Integrate project, financial aid, and program improvements in the liberal arts 


and sciences, commerce and other undergraduate programs. Standard increases and normal 
fluctuations account for the remaining increase in income fund revenue. The income fund estimates are 
net of approximately $103.0 million statutory and institutional tuition waivers. 


Even with the more robust State budgets of the last two years, the University found it necessary to 

reallocate approximately $14.4 million in this budget cycle. This reallocation is necessary to meet the 
needs of high priority academic and support programs including salary competitiveness, recruiting and 
retaining new faculty, unavoidable costs such as legal liability costs, and other program requirements. 


The following summary includes the General Revenue and Educational Assistance Funds appropriations 
budget by line item. The summary also includes special appropriations to the University. 


State Appropriations and Income Fund 
FY 2002 


(dollars in thousands) 


FY 2001 % of FY 2002 $ % 
Total Total Total Change Change 

Personal Services 800,579 79.8 859,060 58,481 res) 
Medicare/Social Security 6,687 0.7 6,887 200 3.0 
Contractual Services 99,756 9.9 105,410 5,654 57 
Travel 2,937 0.3 2,937 (0) 0.0 
Commodities 12,934 1.3 13,206 272 2.1 
Equipment 39,232 3.9 40,176 944 2.4 
Telecommunications 6,376 0.6 6,377 1 0.0 
Automotive Equipment 1,357 0.1 1,358 1 0.0 
Permanent Improvements 5,139 0.5 5,698 559 10.9 
Workers Compensation 3,570 0.4 3,570 0 0.0 
Student Loan Matching 51 0.0 51 0 0.0 
Awards and Grants 10,995 1.1 13,387 2,392 21.8 

Subtotal 989,613 98.7 1,058,116 68,503 6.9 
Special Appropriations 
Fire Service Institute 994 0.1 1,131 137 13.8 
Real Estate Research 290 0.0 0 (290) (100.0) 
Univ. Trust Fund (License Plate) 150 0.0 150 0 0.0 
Division of Specialized Care for 
Children 9,718 1.0 9,718 0 0.0 
Summer Enrichment 20 0.0 0 (20) (100.0) 
Parkinson Disease Center 375 0.0 0 (375) (100.0) 
Higher Education Cooperation Act 
(HECA) Transfers 0 0.0 2,212 2,212 N/A 
Venture Tech: Post Genomic 1,600 0.2 1,600 0 0.0 
Institute 
Venture Tech: NCSA 0 0.0 1,300 1,300 N/A 
Venture Tech: Incubator 0 0.0 800 800 N/A 
Venture Tech: MRI Facility 0 0.0 1,400 1,400 N/A 

Subtotal 13,147 1.3 18,311 5,164 39.3 


Total 1,002,760 100.0 1,076,426 73,666 7.3 


Restricted and Institutional Funds Revenue 


The budget includes an increase in restricted and institutional funds revenue of $24.8 million 
(2.9 percent). Restricted and institutional revenues include grants and contracts, federal appropriations, 
private gifts including endowment income, Medical Service Plan, and indirect cost recoveries for these 
programs. This increase anticipates normal revenue growth. 


The budget includes an increase in Auxiliary Enterprises and Administrative Allowance revenue of 
$18.9 million (6.9 percent). Auxiliary Enterprise revenue includes Assembly Hall, Housing, Memorial 
Stadium, Parking, Pavilion, and Union operations. This increase reflects normal revenue growth and 
anticipates revenue growth due to the opening of new student housing in Chicago. 


The budget includes an increase in Departmental Activity revenue of $11.4 million (3.2 percent). 
Departmental Activities consist primarily of the University Hospital, patient care at the Colleges of 
Dentistry, Medicine, Pharmacy and Veterinary Medicine, Intercollegiate Athletics, and sales and services 
within the academic units. This increase anticipates normal revenue growth. 


University Expenditures FY 2002 


The following table projects the University’s expenditures by the function codes adopted by the National 
Association of College and University Business Officers (NACUBO) for fiscal reporting for institutions of 
higher education. The glossary includes definitions of these function codes. 


Budgeted Expenditures by Function 
FY 2002 


(dollars in thousands) 


FY 2002 % of 

Total Total 
Instruction 593,705 20.6 
Research 608 484 21.1 
Public Service 303,715 10.5 
Academic Support 236,412 8.2 
Student Services 76,863 PAU 
Institutional Support 163,610 5.7 
Plant Operations 187,109 6.5 
Hospital Operations 297,914 10.3 
Independent Operations 105,549 3.7 
Auxiliary Activities 243,606 8.5 
Scholarships/Fellowships 63,815 2.2 


Total 2,880,782 100.0 


The pie chart below illustrates the FY 2002 revenues and expenditures by campus 


University Administration 
5% 


University Programs 
3% 


Chicago 
45% 


Urbana-Champaign 
45% 


Springfield 
2% 


Succeeding schedules in this document provide an itemization of the budget by campus, college, and 
department. It is important to note that “payments on behalf” of the University by CMS and SURS are not 
included in the individual campus schedules. 
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